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1. YOU WILL RECALL YOUR CONVERSATION WITH CHILEAN BUSINESSMAN 
OSWALDO DE CASTRO REGARDING WORLD FERTILIZER SITUATION AND ITS 
RELEVANCE TO CHILEAN PRODUCTION. ON MAY 26 IN SANTIAGO. THIS 
CONVERSATION STIMULATED DE CASTRO SUFFICIENTLY TO INDUCE HIM TO 
SEEK OUT AMBASSADOR MAY 28 AND ASK HIM TO PASS ON SOME ADDITIONAL 
INFORMATION. 

2. DE CASTRO IS EVIDENTLY INTERESTED IN EXPLORING PROSPECTS FOR 
LARGE EXPANSION OF CHILEAN NITRATE PRODUCTION, WITH AMERICAN 
ASSISTANCE. HE ENVISAGES TWO SEPARATE POSSIBILITIES. 

3. FIRST, WOULD INVOLVE INCREASED PRODUCTION ON BASIS OF PRESENT 
PROCESSES, THROUGH SUPPLY OF BADLY NEEDED NEW EQUIPMENT, MOSTLY 
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TANKS, AND THE LIKE. QUOTING CHILEAN NITRATE PRODUCTION CHIEF 
SERGIO MALDONADO. OS WALDO DE CASTRO STATES HE THINKS 1974 
CHILEAN NITRATE PRODUCTION OF 900,000 TONS COULD BE EXPANDED 
APPROXIMATELY 50 PERCENT IN THE SHORT TERM IF CREDITS COULD BE 
OBTAINED TO PERMIT EXPENDITURE OF $15-17 MILLION FOR SUCH NEW 
EQUIPMENT. QUICK EXPANSION WOULD ENABLE LOCAL NITRATE INDUSTRY 
TO TAKE ADVANTAGE OF CURRENT HIGH PRICES. 

4. DE CASTRO STATES LOCAL NITRATE PRODUCERS ARE NOT BEING ALLOWED 
TO IMPORT CAPITAL GOODS OF TYPE INDICATED ABOVE DESPITE FOREIGN 
CREDIT OFFERS. HE ASSUMES THIS IS DUE TO LIMITS PLACED BY IMF ON 
GOC'S EXTERNAL BORROWING. DE CASTRO THOUGHT IT MIGHT BE 
POSSIBLE TO WORK OUT SOME ARRANGEMENT WITH US COMPANIES UNDER 
WHICH THEY MIGHT SUPPLY NEEDED EQUIPMENT IN RETURN FOR GUARANTEED 
NITRATE SHIPMENTS, IN ORDER TO GET AROUND CREDIT LIMITATION. 

5. SECOND, LONGER TERM EXPANSION POSSIBILITY WOULD INVOLVE 
APPLICATION OF NEW REFINING PROCESSES TO CHILEAN NITRATE INDUSTRY 
(PRESENT TECHNOLOGY DATES BACK APPROXIMATELY FIFTY YEARS). 

DE CASTRO THOUGHT THIS MIGHT SET STAGE FOR A SUBSTANTIALLY IN- 
CREASED OUTPUT OF NITRATES. THERE WERE TWO SIZEABLE DEPOSITS NOT 
YET EXPLOITED, WHICH MIGHT BE PROFITABLY DEVELOPED THROUGH EX- 
TERNAL CAPITAL. BUT THIS WOULD REQUIRE PRIOR TECHNICAL STUDY BY 
A US OR OTHER ENTERPRISE. 

6. AMBASSADOR TOLD DE CASTRO HE WOULD FORWARD SUBSTANCE OF 
ABOVE TO AMBASSADOR MARTIN. SUGGESTED CHILEANS MIGHT THEMSELVES 
WANT TO EXPLORE QUESTION OF OBTAINING NEW EQUIPMENT THROUGH 
PAYMENT IN KIND WITH NITRATES. POINTED OUT THAT SUCH AN OPERA- 
TION MIGHT SERVE TO AVERT CREDIT RESTRICTION PROBLEM. HOW- 
EVER, AMBASSADOR CONCLUDED, IT WAS FOR GOC ITSELF TO DETERMINE 

ITS INVESTMENT PRIORITIES, AND ACTION ON GOC'S PART OR WITH ITS 
APPROVAL WOULD BE NECESSARY IF ANYTHING WERE TO BE DONE. 
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